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e initial contract actions stratified by those actions that were competed and those
that were awarded on a sole source basis; and
e contract modifications.

For several of the contracts within our universe, the relevant EPS field “Extent
Competed” was blank. In an effort to identify competition for these actions and classify
them, we referred to FPDS-NG as of February 1, 2011. Using the relevant FPDS-NG
field “Extent Competed,” we were able to associate a level of competition for all but nine
(9) of these contracts. As a result, we excluded these nine (9) contracts from the
universe.

We defined three universes as follows:

e 57 competed contracts with an obligated value totaling approximately $19 million;

e 84 sole source contracts with an obligated value totaling approximately $39
million; and

e 301 contract modifications totaling approximately $183 million.

We used a stratified random sampling methodology for variables and attributes. The
error rate was unknown and we used an expected error rate of 16 percent (based on
assumed medium risk weighting) with a materiality for variables of four percent. We
selected samples using a 95 percent confidence level and a desired precision of +/-
seven percent.

The files we tested in each of the universes were as follows:

e Sample 1—36 competed contracts with an obligated value totaling approximately
$14.7 million;

e Sample 2—31 sole source contracts with an obligated value totaling
approximately $22 million; and

e Sample 3—68 contract modifications with an obligated value totaling
approximately actions awarded totaling approximately $104 million.
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Appendix A
Background

DOL decentralized procurement authority among OASAM, ETA, BLS, MSHA and OIG.
Secretary’s Order 2-2009 states that the Assistant Secretary for Administration and
Management is DOL’s CAO, and with the exception of the OIG, is responsible providing
oversight for all DOL procurement activities, including delegating contracting officers the
authority to procure goods and services. OASAM’s OPS procures goods and services
for all DOL agencies except BLS; Job Corps’ center operations, outreach and
placement, and architectural and engineering services; MSHA; and OIG. OASAM
conducts the highest number of DOL procurements, which includes procurements for
Information Technology and other goods and services. OPS awards contracts and
issues contract modifications for most DOL agencies. OPS is responsible for servicing
OASAM Regional Offices for open market purchases that exceed small purchase
limitations.

There are various forms of contracts, which fall into the categories of either fixed-price
contracts or cost reimbursement contracts according to the FAR. DOL awards
procurement contracts based on full and open competition to determine the contract
actions best suited to fulfill requirements sought by DOL component agencies.

DOL is responsible for complying with the Standards, which provide the overall
framework for establishing and maintaining internal control and for identifying areas at
greatest risk of fraud, waste, abuse, and mismanagement. DOL’s procurement program
has been an OIG top management challenge and remains a concern for OIG. Recent
OIG reports found that MSHA and Job Corps could not demonstrate that their
procurement processes complied with the FAR. In FY 2010, DOL awarded 4,291
contracts and purchase orders totaling approximately $508 million and issued 5,615
contract and purchase order modifications totaling approximately $1.7 billion.
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Appendix B
Objective, Scope, Methodology, and Criteria

Objective
The audit objective was to answer the following question:

To what extent did DOL ensure that contracts were awarded based on the best value to
the government and contract modifications were issued within the terms of initial
contracts?

Scope

In FY 2010, DOL awarded 4,291 contracts and purchase orders totaling approximately
$508 million and issued 5,615 contract and purchase order modifications totaling
approximately $1.7 billion. We excluded the following actions awarded by DOL in

FY 2010:

Basic Ordering Agreement actions;

Blanket Purchase Agreement actions;

Federal Supply Schedule actions;

Government-Wide Area actions;

Purchase Order actions;

Micro-purchases (procurements $3,000 or less: excluded from contracts only.
We added Indefinite Delivery Contracts, which were either $0 or less than
$3,000, back to the population);

De-obligating actions (action with negative balances);

Contracting actions awarded by OIG and MSHA;

Contracting actions awarded for the Job Corps program;

Delivery and task orders; and

$0 obligation amounts.

Of the FY 2010 contracts awarded and contract modifications issued by BLS, ETA, and
OASAM, these agencies awarded 141 contracts totaling approximately $58.8 million
and issued 301 contract modifications totaling approximately $183 million. Of these
contracts and contract modifications, DOL funded $12.6 million in contracts and

$3.3 million in contract modifications under ARRA.

We conducted our audit work at BLS, ETA, OPS, and OASAM Regional Offices, which
each have delegated procurement authority. In addition, we also contacted officials at
MSHA to discuss awards it made to a contractor subsequent to SBA placing the
contractor on EPLS that lists, among other things, parties excluded from receiving
Federal contracts. We reviewed eight contract modifications MSHA issued to this
suspended contractor.
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Methodology

Internal controls provide reasonable assurance regarding the prevention of or prompt
detection of unauthorized acquisition, use, or disposition of an agency’s assets. To
accomplish our audit objectives, we obtained an understanding of applicable laws,
regulations and DOL policies and procedures. We interviewed procurement officials at
OPS, OASAM Dallas Regional Office, BLS and ETA to gain an understanding of their
procurement processes. We also interviewed the OAMS Director to gain an
understanding of the department-wide internal controls structure for procurement — that
is, standard procurement methods and procedures. The audit team used Data
Collection Instruments to capture the FAR elements for the purposes of this audit. We
used the definition of “best value” in FAR, Part 2, Subpart 2.101, which defines best
value as “the expected outcome of a [procurement] that, in the Government’s
estimation, provides the greatest overall benefit in response to the requirement.”

To assess the reliability of the data OASAM's contractor provided in its EPS extract of
FY 2010 contracting actions we (1) performed limited electronic testing of key data
elements — action type name, contracting office code, and program office code-to
detect missing values and periods of time, invalid identifiers, and obvious errors; (2)
compared total FY 2010 obligations and number of contracting actions in the EPS
extract against DOL’s general ledger system (New Core Financial Management
System) and the FPDS—NG; (3) performed, to the extent possible, a limited
reconciliation of FY 2010 BLS, ETA, and OASAM awards against the FPDS—NG; (4)
followed up on trends, unusual changes, and outliers found; (5) reviewed existing
information and documentation about EPS and the process the contractor used for
extracting the FY 2010 contracting actions data from EPS; (6) interviewed officials from
OASAM about EPS controls and guidance to contracting officers for entering
contracting actions into EPS; and (7) performed some checks on the FY 2010
contracting actions data extracted from EPS against records from a selection of
procurement files.

When we found discrepancies (such as non-populated fields or missing records), we
brought them to the attention of the OAMS Director and worked with her to identify the
source of the discrepancies before conducting our analyses. For several of the actions,
the relevant EPS field “Extent Competed” was blank. In an effort to identify competition
for these actions, we referred to FPDS-NG as of February 1, 2011. Using the relevant
FPDS-NG field “Extent Competed,” we were able to associate a level of competition for
all but a few of these actions, and excluded these few actions from the universe of data
within our scope. We determined that the data were sufficiently reliable for the purposes
of our report.

We reviewed a statistical sample of FY 2010 contracts and contract modifications that
were awarded and issued by BLS, ETA (excluding Job Corps), and OASAM.*® We
tested our sample using a Data Collection Instrument we developed based on the FAR,
DLMS 2, DOLAR, CO Notices, and internal policies issued by BLS, ETA, and OPS.

19 See Exhibit 2 for details on statistical sampling.
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We conducted this audit in accordance with generally accepted government auditing
standards for performance audits. Those standards require that we plan and perform
the audit to obtain sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objective. We believe that the evidence
obtained provides a reasonable basis for our findings and conclusions based on our
audit objective.
Criteria

e BLS Policies

e DLMS 2, Chapter 810 (October 21, 1991)

e DLMS 2, Chapter 830, (August 9, 2004)

e ETA Division of Contract Services Memorandums

e ETA Standard Operating Procedures

e FAR, March 2005

e Competition in Contraction Act of 1984, 41 United States Code (U.S.C.) 253

e Department of Labor Acquisition Regulation System, Title 48, CFR 29

e GAO, Standards for Internal Control in the Federal Government (GAO/AIMD-00-
21.3.1), November 1999

e GAO, Assessing the Reliability of Computer-Processed Data (GAO-09-680G),
July 1999

e OASAM Contracting Officer Notices
e OPS Bulletin A10—Independent Government Cost Estimates

e OPS Bulletin A12—To Provide Instructions and Template Format for
Procurements Involving Other Than Full and Open Competition

e OPS Bulletin A14—Purchase of Name Brand Products
e OPS Bulletin A17—Advisory and Assistance Services Approvals

e OPS Bulletin A19—Approval Checklist Required for Procurement Actions
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OPS Bulletin B1—Guidance on Requests for Contract Modifications

OPS Bulletin B4—Guidance on exercising option years on existing contracts
OPS Policy Memo #08-02: Supervisory Review of OPS Contract Actions
OPS Policy Memo #08-03: CCR and EPLS Verification

OPS Policy Memo #08-04: Maintenance of Contract Files

OPS Policy Memo #08-05:Annual Self-Inspection Program

Partnership Agreement Between the U.S. Small Business Administration And the
U.S. Department of Labor—8(a) Business Development Program, September
2009

Senior Procurement Executive Memorandum: Procurement Guidance to
Strengthen Internal Controls for DOL's Acquisition Process, September 30, 2008
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Appendix C
Acronyms
ARRA American Recovery and Reinvestment Act of 2009
BLS Bureau of Labor Statistics
CAO Chief Acquisition Officer
CO Contracting Officer
DLMS Department of Labor Manual Series
DOL U.S. Department of Labor
DOLAR Department of Labor Acquisition Regulations
EPLS Excluded Parties List System
ETA Employment and Training Administration
FAR Federal Acquisition Regulation
FPDS-NG Federal Procurement Data System—Next Generation
FY Fiscal Year
GAGAS Generally Accepted Government Auditing Standards
GAO Government Accountability Office
IDC Indefinite Delivery Contract
IGCE Independent Government Cost Estimate
Job Corps Office of Job Corps
MSHA Mine Safety and Health Administration
OAMS Office of Acquisition Management Services
OASAM Office of the Assistant Secretary for Administration and Management
OIG Office of Inspector General
OPS Office of Procurement Services
PRB Procurement Review Board
SBA Small Business Administration
Standards Standards for Internal Control in the Federal Government
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OIG Recommendation: The Assistant Secretary for Administration and Management update
DOL'’s procurement regulations and guidance; and develop detailed and standardized
procurement procedures using the Standards for Internal Control in the Federal Government
and input from the component agency officials.

As noted at the outset, management acknowledges that any process can be improved and it will
take appropriate action to update its Department-wide policies and procedures to address the
findings outlined in the draft report. With this in mind, management will take the following
actions:

DLMS 2-830 and the DOLAR are Department-wide policy and regulations. The DOLAR was
last updated in 2004 and DLMS 2-830 in 2008. DLMS 2-830 is scheduled to be updated in FY
2012, starting with the issuance of a draft for comment during the 4th quarter. Management will
also obtain input from the component agencies. The DOLAR is also scheduled to be updated in
FY 2013, starting with the issuance of a draft for comment by the 1* quarter of FY 2013. In the
course of reviewing and updating these policies and regulations, management will consider the
Standards as an informed but not controlling source.

Finally, management will take the initiative to develop and issue clarifying guidance on conflict
of interest statements by 4™ quarter of FY 2012.

While unrelated to this audit, management has also issued the following guidance to improve the
Department’s overall procurement program in FY 2012:

¢ Include appropriate provisions in contracts that places on contractors the affirmative duty
to inform the contracting officer of suspected procurement violations, including: (1) any
circumstance in which the contractor is directed to hire or contract with a particular
person or entity to provide services under a contract; (2) any circumstance in which the
contractor is directed to provide services outside the scope of the contract awarded; and
(3) any other suspected or known violations of procurement laws or procedures. The
contracting officer will notify the Procurement Executive who will then be responsible
for investigating these claims and taking appropriate action.

e For select agencies, require the agency and the Contracting Officer’s Technical
Representative to submit a statement certifying any task order they submit is properly
within the scope of the contract and that there is no conflict of interest. Any dispute
between the contractor and the contracting agency with respect to the proper scope of
work will be resolved by the Contracting Officer. Any matters that cannot be resolved at
that level will be arbitrated by the Procurement Executive.

e Completed additional procurement training for both DOL senior executive staff, as well
as acquisition staff at all levels of the organization focusing on ethical and procurement
integrity “do’s and don’ts,” and lessons learned.

Be assured that nothing in this response is intended to suggest that management does not take
seriously and value the recommendations of the OIG. In addition, management recognizes and
accepts that, while acquisition authority is decentralized among several agencies and those
agencies have responsibilities for their procurement activities, OASAM has oversight
responsibilities for the Department. In this regard, the OIG’s review and recommendations are
helpful to the Department’s stewardship of its contracting resources.
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TO REPORT FRAUD, WASTE OR ABUSE, PLEASE CONTACT:

Online:  http://www.oig.dol.gov/hotlineform.htm
Email: hotline@oig.dol.gov

Telephone: 1-800-347-3756
202-693-6999

Fax: 202-693-7020

Address: Office of Inspector General
U.S. Department of Labor
200 Constitution Avenue, N.W.
Room S-5506
Washington, D.C. 20210
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